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Report Highlights: Bosnia and Her zegovina (BiH) recently submitted its dr aft
Memorandum on Foreign Trade Regimeto the World Trade Organization (WTO).
This should clear the way for accession negotiations between BiH and WTO members.
TheBiH Minister of Foreign Trade and Economic Relations (MOFTER), Azra
Hadziahmetovic, optimistically expectsthe WTO accession process to be completed
within next two years.
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Harmonization of the BiH Tariff Regime

An intergovernmenta working party began working on the Foreign Trade Memorandum on July 15,
1999. Meanwhile, there were certain requirements that BiH had to meet prior to the Memorandum'’s
submission, including parliamentary gpprova of amendments to the BiH Law on Customs Tariffs.
Under the amendments, which were adopted in Augudt, tariffs for most traded agriculturd products
have been established and the value of protective tariffs (levies) ranges from 0.10 KM 1($0.05) for
vegetables, to 6.00 KM ($3.04) for medicind herbs. Tariffs are based on the product’ s weight
expressed in kilograms. Changes were al'so make to the way tariffs were caculated and dl tariffsare
now ether ad vaorem, specific, or compound. This should bring the BiH tariff regime into harmony
with WTO standards.

Accession Expectations

BiH intends to negotiate from the position of asmdl, economically undeveloped country in trangtion.
BiH imports most of itsfood needs (60-70%) and aso has a negative trade baance. Interestingly,
Minister Haziahmetovic in a press conference stated that BIH will ask to be allowed to use export
subsdies dthough the country has no history of subsidization nor gpparent exportable surpluses.

While Minister Hadziahmetovic expects WTO membership to proceed smoothly and yield economic
benefits, many in the private sector do not share her optimism. A commonly held view is that the BiH
economy, especidly in agriculture, could be in an even worse Stuation after accesson and agriculturd
producers and some processors regularly protest againgt low tariffs on imported products. Average
import tariffs for agricultura products (5.2%) are much lower than in the EU and neighboring
ex-Yugodav countries. However, for some products tariff are very high (200%) and thistoo is
causing controversy. For example, alarge mesat processing is fighting high tariffs on imported raw
materids (for chicken meat - 10% plus 2 KM or about $1/kg).

Difficulties Expected

BiH will soon face aquite difficult period of negotiations. This is because dthough much has been done
90 far on trade liberdization, there is still much to be donein order to fulfill the WTO rules.

BIH is compaosed of two entities with Sgnificant differences with regard to the business environment. In
some ingtances, goods do not move fredly within the country and some businessmen have complained
that it is more difficult to do business between two entities than it iswith aforeign country. There has
been little internd effort to create a sngle market in BiH, and significant legidative, regulatory, and
ingtitutiond differences between the entities perast. Significant barriersto foreign direct investment
remain as well, and there are weaknessesin the lega base related to competition, public procurement,
financid services, sandards and regulations, and the regulation of essentia services.

Given the fact that BiH is a country with many issues when it comesto the WTO rules, the accesson
process of two yearsis probably optimistic and negotiations could last much longer.
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The Government of BiH has asked the international community to provide short term technical support
to help it prepare its accession package.

Existing Free-trade Agreements

BiH has sgned free-trade agreements (FTAS) with five countries. Croatia, Sovenia, Yugodavia,
Macedonia, and Turkey. The agreement with Turkey has not yet been rétified. FTAswith Albania,
Romania, and Bulgaria are being negotiated preparation.

According to those FTAS, there isa zero import duty for products originating from BiH. Duties on
goods from FTA partners will decrease gradudly over the next few years until they reach zero.
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